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OATH OR AFFIRMATION

Byron Sproule swear or affirm that to the best of my knowledge and belief the accompanying financial
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Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con

solidation

An Oath or Affirmation
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McGladrey Pullen

Certified Public Accountants

Independent Auditors Report

To the Board of Directors

Knox Securities Corp

Westport Connecticut

We have audited the accompanying statement of financial condition of Knox Securities Corp as of January 31 2009 that

you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 This financial statement is the

responsibility of the Companys management Our responsibility is to express an opinion on this financial statement

based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the statement

of financial condition is free of material misstatement An audit includes examining on test basis evidence supporting

the amounts and disclosures in the statement of financial condition An audit also includes assessing the accounting

principles used and significant estimates made by management as well as evaluating the overall financial condition

presentation We believe that our audit of the statement of financial condition provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairiy in all material respects the financial

position of Knox Securities Corp as of January 31 2009 in conformity with accounting principles generally accepted in

the United States of America

/4t4i7 4e
Stamford Connecticut

March 25 2009

McGladrey Pullen LLP is member firm of RSM Internafional

an affihiafion of separate and independent legal enfities



Knox Securities Corp

Statement of Financial Condition

January 31 2009

Assets

Cash

Consulting and placement fee receivables

Other assets

Liabilities and Stockholders Equity

Liabilities

Accounts payable and accrued expenses

Due to parent

Total liabilities

Stockholders Equity

Common stock $01 par value 10000 shares authorized 1000 shares

issued and outstanding

Additional paid-in capital

Retained earnings

Total stockholders equity

80393

47690

15879

143962

12668

29650

42318

10

90990

10644

101644

143962

See Notes to Statement of Financial Condition



Knox Securities Corp

Notes to Statement of Financial Condition

Note Nature of Business and Significant Accounting Policies

Nature of business Knox Securities Corp the Company was incorporated in the state of Delaware on January 29

2003 The Company is registered as broker-dealer under the Securities Exchange Act of 1934 and became member

of the Financial Industry Regulatory Authority Inc FINRA on January 2004 The Companys revenue is primarily

derived from providing investment banking services merger and acquisition financial advisory and general corporate

consulting services to companies The Company is wholly owned subsidiary of Knox Capital Corp the Parent

The Company operates under the provisions of Paragraph k2i of Rule 5c3-3 of the Securities and Exchange

Commission and accordingly is exempt from the remaining provisions of that rule Essentially the requirements of

Paragraph k2i provide that broker/dealer who carries no margin accounts promptly transmits all customer funds

and delivers all securities received in connection with his activities as broker or dealer does not otherwise hold funds or

securities for or owe money or securities to customers and effectuates all financial transactions between the broker or

dealer and his customers through one or more bank accounts each to be designated as Special Account for the

Exclusive Benefit of Customers of the Company Broker/dealers operating under the provisions of k2i are also

exempted from the remaining provisions of Rule 15c3-3 including the requirement to make the reserve computations

under Rule 5c3-3

summary of the Companys significant accounting policies follows

Basis of accounting The accompanying financial statement has been prepared on the accrual basis of accounting

Cash Cash includes cash held in an interest bearing money market account Cash at times may exceed federally

insured limits The Company has not experienced any losses in such accounts and believes there is little or no exposure

to any significant credit risk

Accounting estimates The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the reporting period Actual results could differ

from those estimates

Recent accounting pronouncements In July 2006 the FASB issued Interpretation No 48 Accounting for Uncertainty in

Income Taxes FIN 48 FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprises

financial statements in accordance with Statement No 109 Accounting for Income Taxes FIN 48 prescribes

recognition threshold and measurement attribute for the financial statement recognition and measurement of tax

position taken or expected to be taken in tax return FIN 48 also provides guidance on derecognition of tax benefits

classification on the balance sheet interest and penalties accounting in interim periods disclosure and transition

In December 2008 the FASB provided for deferral of the effective date of FIN 48 for certain nonpublic enterprises to

annual financial statements for fiscal years beginning after December 15 2008 The Company has elected this deferral

and accordingly will be required to adopt FIN 48 in its 2009 annual financial statements Prior to adoption of FIN 48 the

Company will continue to evaluate its uncertain tax positions and related income tax contingencies under Statement No

Accounting for Contingencies SFAS No requires the Company to accrue for losses it believes are probable and can

be reasonably estimated Management is currently assessing the impact of FIN 48 on its financial position and results of

operations and has not yet determined if the adoption of FIN 48 will have material effect on its statement of financial

condition



Knox Securities Corp

Notes to Statement of Financial Condition

Note Net Capital Requirements

The Company is subject to the Securities and Exchange Commissions Uniform Net Capital SEC Rule 15c3-1 which

requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital both

as defined shall not exceed 15 to The rule also provides that equity capital may not be withdrawn or cash dividends

paid if the resulting net capital ratio would exceed 10 to At January 31 2009 the Company had net capital of $38075

which was $33075 in excessof its required netcapital of $5000 The Companys netcapital ratiowas 1.11 to

Note Related Party

The Company had an operating agreement with its Parent that monthly charge of operating costs incurred at the Parent

level will be allocated to the Company based on the ratio percentage of the Companys year to date revenues compared

to the year to date revenues of the Parent and the Company combined Effective October 2008 new expense

allocation agreement was entered into with the Parent allocating expenses to the Company based upon fixed

percentage


